










































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































,l/-\ m jl-\\\
Agency: GAMBLING CONTROL BOARD
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1998 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Category:
State Operations

COMPENSATION 1,737 1.898 1.888 1,926 1,926 2,034 2,034 174 4.6%

OTHER OPERATING EXPENSES 694 364 550 384 434 341 391 (89) (9.7%)
Total Expenditures 2,431 2,262 2,438 2,310 2,360 2,375 2,425 85 1.8%
Change Items: Fund

(A) COMPUTER MAINTENANCE & GEN 50 50

INFRASTRUCTURE
Total Change Items 50 50
Financing by Fund:
Direct Appropriations:

GENERAL 2,430 2,259 2,433 2,305 2,355 2,370 2,420
Statutory Appropriations:

SPECIAL REVENUE 0 3 5 5 5 5 5

FEDERAL 1 0 0 0 0 0 0
Total Financing 2,431 2,262 2,438 2,310 2,360 2,375 2,425
Revenue Collected:
Dedicated

SPECIAL REVENUE 0 3 5 5 5 5 5
Nondedicated

GENERAL 73 80 80 1,280 1,280 580 580

CAMBRIDGE BEPOSIT FUND 501 1,193 501 0 0 0 0
Total Revenues Collected 574 1,276 586 1,285 1,285 585 585
FTE by Empioyment Type:

FULL TIME 315 32.0 31.0 309 309 29.9 29.9

PART-TIME, SEASONAL, LABOR SER 2.7 3.0 3.0 26 2.6 2.6 2.6
Total Fuli-Time Equivalent 34.2 35.0 34.0 335 33.5 325 325
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Agency: GAMBLING CONTROL BOARD

Base Budget Report All Funds General Fund Other State Funds Federal Funds
(Dollars in Thousands) FY 2002 |7FY 2003 FY2002 | FY 2003 FY 2002 | FY 2003 FY 2002 | FY 2003

FY 2001 Budgeted 2,246 2,246 2,241 2,241 5 5 0
Base Adjustments

2002-03 SAL. & BEN. BASE 59 119 59 119 0 0 0

DOC. SPACE RENTAL/LEASE 5 10 5 10 0 0 0
Subtotal Base Adjustments 64 129 64 129 0 0 0
Base Budget 2,310 2,375 2,305 2,370 5 5 0

State of Minnesota 2002-03 Biennial Budget Page F-496




INFORMATION TECHNOLOGY CHANGE ITEM (46876)

Agency: GAMBLING CONTROL BOARD
IT Change Item: COMPUTER MAINTENANCE & INFRASTRUCTURE

ITEM DESCRIPTION AND PURPOSE:

The requested amount wouid allow the agency to continue to provide web-based
services and to keep current on hardware and software upgrades.

FUNDING: (Dollars in Thousands)

Funding 2002-03 Biennium 2004-05 Biennium 2006-07 Biennium

Distribution FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 2006 | FY 2007
Personnel 0 0 0 0 0 0
Supplies 0 0 0 0 0 0
Hardware 19 19 19 19 19 19
Software 5 5 5 5 5 5
Facilities 0 0 0 0 0 0
Services 20 20 20 20 20 20
Training 6 6 6 6 6 6
Grants 0 0 0 0 0 0
Total 50 50 50 50 50 50
RATIONALE:

This funding request would allow the Gambling Control Board to continue
providing information to clientele and the general public in conjunction with its
statutory purposes.

LIFE CYCLE ANALYSIS:
Life Cycle 2002-03 Biennium 2004-05 Biennium 2006-07 Biennium
Status FY 2002 | FY 2003 | FY 2004 | FY 2005 | FY 2006 | FY 2007
Development
Operations X X X X X X
Modification
Retirement

Funding is necessary to maintain agency computer infrastructure that is currently
in operation. :

OFFICE OF TECHNOLOGY ANALYSIS:

This initiative seeks funding to support ongoing computer maintenance and
infrastructure at the GCB.

Deliverables/Objectives:  Primary investments are in hardware, software,
services and training. This initiative supports infrastructure, EGS and Big Plan
(SNS - Electronic Government Services initiative) components. It is listed as a
priority in the board's SIRMP. Conclusion: This initiative meets information
technology criteria for funding.

State of Minnesota 2002-03 Biennial Budget

GOVERNOR'S RECOMMENDATION:

The Governor recommends funding as requested by agency.

Page F-497

TN



RACING COMMISSION - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The Minnesota Racing Commission (MRC) is a regulatory agency created in
1983 to supervise and regulate the pari-mutuel horse racing industry in
Minnesota. The commission's mission is to assure the integrity of pari-mutuel
wagering and card playing and the safety and welfare of the humans and animals
that participate in these activities.

KEY SERVICE STRATEGIES:

The MRC:

®  Establishes criteria and standards for licensing of pari-mutuel racetracks and
the personnel employed or operating at such facilities.

"  Establishes criteria and standards for security, surveillance and law
enforcement at licensed racetracks and veterinary services and the
oversight of these functions.

®  Establishes standards and rules in order to protect the health and welfare of
the equine athlete.

M Collects and distributes all taxes and fees related to pari-mutuel horse racing
and card playing to the General and Breeders' Funds.

PERFORMANCE SUMMARY:

The MRC performs the following general duties:

® Licenses and conducts 3,600 background investigations each year of
individuals applying to work at the racetrack and card club to assure the
integrity of individuals participating in pari-mutuel wagering in Minnesota and
nationally.

® Registers horses each year to allow owners to participate in the Minnesota
Breeders Fund awards program so that economic stability and growth in
related agri-business continues.

®  Conducts pre-race exams of all horses racing each day, which protects
equine participants and the betting public.

¥ Conducts investigations of any suspected violations of Minnesota's racing
laws and card club laws and rules in order to enforce rules and laws that
were established to protect the integrity of the racing industry in Minnesota
and nationally.

®  Supervises all activities affecting the conduct of a racing day to protect all
human and equine participants and assure the integrity of pari-mutuel
wagering for the betting public.

State of Minnesota 2002-03 Biennial Budget

REVENUES:

®  General Fund non-dedicated revenue reflects pari-mutuel tax revenue and
receipts from Class A and B licenses, occupational licenses and fines.

®  Special revenue fund dedicated revenues include reimbursements to the
commission for providing steward, assistant veterinarian, and drug testing
services as well as Breeders Fund pari-mutuel tax for the administration of
the Breeders Fund program and equine research grants.

¥ Agency fund dedicated revenues represent pass-through monies to the
horse racing and breeding industry participants in the form of awards and
purse supplements.

GRANTS (LOCAL ASSISTANCE):

Grants are made to the Minnesota Equine Research Council through the
University of Minnesota, College of Veterinary Medicine to participate in funding
of various equine research projects. Grants are given to Canterbury Park, the
Traverse County Agricultural Association and Minnesota Harness Racing, Inc. so
as to distribute purse supplements authorized by M.S. Chapter 240.18 and the
rules of the commission.

ISSUES AFFECTING AGENCY'S OPERATIONS:

The horse racing industry in Minnesota is improving and becoming more stable.
We anticipate that Canterbury Park will maintain the current level of 60 days of
live horse racing, a 20% increase since 1996, for the foreseeable future. In
accomplishing this, the commission along with the various horsemen’s’
organizations and the racetrack, are assuring the continued opportunity for
growth for agriculture and related agribusiness.

Canterbury Park may request that the legislature increase the number of poker
tables from the 50 currently allowed by law. Further, the performance of the card
club to date has been an incentive to other groups to explore the potential for
construction of another racetrack and card club elsewhere within the state. Such
a facility would conduct at least 50 days of live horse racing, year-round
simulcasting and card playing. Either of these events would directly affect the
commission's financial ability to increase oversight resources and could result in
the need to request additional funds this fiscal year and the next biennium.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency's base budget. The Governor has also
included funding to improve this agency’s technology capacity in the Small
Agency Infrastructure (SAl) initiative, carried under the Office of Technoiogy.
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Agency: RACING COMMISSION
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
hExpenditures by Category:
State Operations
COMPENSATION 290 306 345 356 356 366 366 71 10.9%
OTHER OPERATING EXPENSES 559 637 714 726 726 730 730 105 7.8%
Subtotal State Operations 849 943 1,059 1,082 1,082 1,096 1,096 176 8.8%
LOCAL ASSISTANCE 420 522 621 621 621 621 621 99 8.7%
Total Expenditures 1,269 1,465 1,680 1,703 1,703 1,717 1,717 275 8.7%
Financing by Fund:
Direct Appropriations:
GENERAL 384 389 403 414 414 426 426
Statutory Appropriations:
SPECIAL REVENUE 244 306 351 364 364 366 366
MISCELLANEQOUS AGENCY 641 770 926 925 925 925 925
Total Financing 1,269 1,465 1,680 1,703 1,703 1,717 1,747
Revenue Collected:
Dedicated
SPECIAL REVENUE 237 270 341 364 364 366 366
MISCELLANEOUS AGENCY 715 774 927 927 927 927 927
Nondedicated
GENERAL 129 149 151 286 286 286 286
CAMBRIDGE DEPOSIT FUND 102 125 134 0 0 0 0
Total Revenues Collected 1,183 1,318 1,553 1,577 1,577 1,579 1,579
FTE by Employment Type:
FULL TIME 3.9 4.4 5.7 5.7 57 5.7 57
PART-TIME, SEASONAL, LABOR SER 1.2 11 1.0 1.0 1.0 1.0 1.0
OVERTIME PAY 0.6 0.3 0.3 0.3 0.3 0.3 0.3
Total Full-Time Equivalent 5.7 5.8 7.0 7.0 7.0 7.0 7.0
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Agency: RACING COMMISSION

Base Budget Report All Funds General Fund Other State Funds | Federal Funds
(Dollars in Thousands) FY 2002 | FY 2003 FY2002 | FY2003 FY2002 | FY2003 | FY2002 | FY 2003

FY 2001 Budgeted 1,691 1,693 402 402 1,289 1,201 0 0
Base Adjustments

2002-03 SAL. & BEN. BASE 8 16 8 16 0 0 0 0

SMALL AGENCY OPERATIONAL EXPENSE 4 8 4 8 0 0 0 0
Subtotal Base Adjustments 12 24 12 24 0 0 0 0
Base Budget 1,703 1,717 414 426 1,289 1,291 0 0
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LOTTERY - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The Lottery's mission is to provide secure gaming opportunities designed to
maximize public participation and acceptance, within the guidelines provided by
statute. The Lottery will offer a variety of paper and electronic gaming options
designed to appeal to the state's citizens and visitors. This mission is intended
to maximize proceeds to the state beneficiaries as identified by the constitution
and the legislature.

KEY SERVICE STRATEGIES:

The Lottery's strategies for meeting its operating objectives include:

¥ Ensuring lottery games are widely available to lottery players by offering
scratch and on-line games at over 3,200 retailers.

®  Providing lottery retailers with the kind of equipment, training and
assistance that best supports the retailers’ business needs and lottery
sales volume.

®  Continuously developing and introducing new scratch and online games
with varied themes and styles to keep pace with changes in player
preferences.

B Ensuring the effectiveness of all marketing and advertising efforts, which
include varied and well-timed retailer promotions and incentives.

®  Keeping pace with changing technology in the areas of telecommunications
and computing, and using e-commerce for business transactions.

" Applying research to better understand player demographics and
preferences, and to anticipate future directions.

®  Continuing to seek greater operating efficiencies.

PERFORMANCE SUMMARY:

The performance measures of the Lottery are to maximize the contributions to
the state within statutory guidelines. The Lottery intends to meet its
performance objectives through merchandising, advertising and promotion of its
games, and the introduction of new and attractive Lottery products. Key
measures of the Lottery's performance include:

B Maintaining sales revenue at or above the FYQO record of $397 million.

" Ensuring advertising and operating expenses remain below the limits set in
statute (2.75% and 15% of gross revenue, respectively).

®  Maintaining annual contributions to state beneficiaries in excess of $80
million.

State of Minnesota 2002-03 Biennial Budget

REVENUES:

The Lottery's annual sales estimate is the key driver affecting many other costs
and expenses such as in-lieu-of-sales tax, prizes, retailer commissions, on-line
vendor expenses, and other variable operating expenses. The annual sales
estimate can be significantly affected by jackpot-driven games, such as Powerball,
that may generate unpredictable sales patterns.

Lottery sales in FY 2002-03 are projected to increase.

® A new online game, Rolldown, introduced in September 2000, offers players
another option to play a multi-state game in a new format with larger jackpots,
and low and mid-tier prizes that increase if the jackpot is not won.

®  While projections of Powerball sales for FY 2001-03 do not anticipate the
repeat of a record-breaking jackpot, steady sales reflect the introduction in
October 2000 of a new televised Powerball Game Show.

¥  Players continue to show a strong desire for scratch games. Scratch game
sales are projected to remain constant in FY 2002-03. A Powerball scratch
game, new in August 2000, is a part of the new Powerball Game Show and
sales of the scratch game will continue for as long as players express their
interest in this game.

Net proceeds in each year of the biennium are expected to remain above $50
million. The Lottery projects the amount contributed to the state at $171.8 million
for FY 2002-03.

ISSUES AFFECTING AGENCY'S OPERATIONS:

As the Lottery enters its 12" and 13" years, it faces the challenge of sustaining
record FY0O sales levels using new and advanced technology, new products,
player promotions and retailer incentives. Lottery sales can be dramatically
affected by a number of factors--the state of the economy, weather, and regional,
national and international events. In addition, competition for discretionary
spending includes other forms of gaming, entertainment and recreational
opportunities. Recently, the Lottery has experienced a decline in its sales due to a
significant jump in gas prices. When economic conditions adversely affect sales, it
is essential for the Lottery to act quickly to maintain revenues, profits and its
contributions to the state.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency plan.
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Revenue
Scratch Ticket Sales
Online Sales
Total Sales Revenue
Less In-Lieu-of-Sales Tax
Gross Receipts
Non-operating Income
Gross Revenue

Direct Costs

Prize Expense

Retailer Com & Incentives
Total Direct Costs

Operating Expenses
Ticket Expense
Online Vendor Commission
Advertising
Promotions
Salaries & Benefits
Building and Equipment Rents
Communications
Professional Services
Depreciation
Office & Retailer Supplies
Gambling Enforcement
Other

Total Operating Expense

Operating Transfers
Unclaimed Prizes
Compulsive Gambling
Net Proceeds
Total Operating Transfers

LOTTERY - EXECUTIVE SUMMARY (Continued)

Dollars in Thousands

FY 2000 FY 2001 FY 2002 FY 2003
Actual Projected Projected Projected
$282,463 $284,000 $284,000 $284,000
114,823 119,850 122,300 122,300
397,286 403,850 406,300 406,300
25,824 26,250 26,410 26410
371,463 377,600 379,890 379,890
2,996 2,330 2,340 2,340
374,459 379,930 382,230 382,230
$241,518 245,641 246,909 246,909
27,134 27,787 28,126 28,126
268,652 273,428 275,035 275,035
4,883 4,953 5,052 5,052
8,368 8,450 8,500 8,500
8,721 9,185 9,444 9,444
3,988 3,362 3,443 3,443
10,824 11,842 12,321 12,321
1,435 1,549 1,571 1,571
970 939 943 943
1,729 2,042 2,049 2,049
1,608 1,560 1,466 1,466
744 789 785 785

150 150 150 150
1,841 2,110 2,103 2,103
45,261 46,931 47,827 47,827
6,643 5,850 5,850 5,850
1,750 1,888 1,640 1,640
52,153 51,832 51,878 51,878
60.546 59,570 59,368 59,368
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Dollars in Thousands

FY 2000 FY 2001 FY2002 FY 2003
Actual Projected Projected Projected

PAID TO STATE
BENEFICIARY
General Fund
In-Lieu-of-Sales Tax $25,824 $788 $3,433 3,433
Net Proceeds 31,292 31,100 31,127 31,127
Unclaimed Prizes 3,986 3,510 3,510 3,510
Compulsive Gambling 1,750 1,888 1,640 1,640
Gambling Enforcement 150 150 150 150

Total General Fund 63,002 37,435 39,860 39,860
Environmental and Natural
Resources Fund
Net Proceeds 20,861 20,733 20,751 20,751
Unclaimed Prizes 2,657 2,340 2,340 2,340

Total Envir and Natural 23,518 23,073 23,091 23,001

Resources Fund
Game and Fish Fund 0 12,731 11,488 11,488
Natural Resources Fund 0 12,731 11,488 11,488
TOTAL PAID TO STATE $86,520 $85,971 $85,927 $85,927

FY 2002-03 Distribution of Revenues
Retailer
Commission and
Incentives
6.9%
_Administration
/ 12%
Game Prizes
60.4% Compulsive

Gambling
0%
General Fund
9%

Environment and
Natural Resources
Fund

[
Game and Fish 5.7%

Fund
3%

Natural Resource
Fund
2.8%
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MINN STATE RETIREMENT SYSTEM - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The mission of the Minnesota State Retirement System (MSRS) is to provide a

comprehensive retirement program for its members. Membership is comprised
of state employees, state law enforcement officers, constitutional officers,
legislators, judges, employees of the University of Minnesota, the Metropolitan
Council, and employees of various other designated agencies. In total, MSRS
provides retirement services to 185 agencies. MSRS also oversees the
operation of the tax-deferred income plan available to all public employees in
Minnesota. Membership statistics are as follows:

At June 30 Active Members  Inactive Members Retirees & Beneficiaries

2000 115,716 32,634 21,286
1999 113,000 31,692 20,320
1998 128,389 41,160 19,551
1997 122,892 37,098 18,771
1996 109,555 29,778 18,161

KEY SERVICE STRATEGIES:

MSRS programs are supported by employee and employer contributions and
investment income. These funds are dedicated for the payment of monthly
retirement benefits, refunds and administrative expenses. All benefit payments
are determined by statute. Administrative expense budgets are recommended
by MSRS staff for the review and approval of the Board of Directors.

We will continue to develop our Web site to provide more data to our participants.
We also intend to increase both the quality and quantity of the group and
individual counseling meetings that we offer.

PERFORMANCE SUMMARY:

MSRS has increased service to employees by offering an interactive Web site
and by providing additionai member counseling. The largest plans we administer
are financially secure and we are committed to maintaining their financial
integrity.

State of Minnesota 2002-03 Biennial Budget

REVENUES:

Contribution rates as a percentage of salary for our various retirement plans are
as follows:

Employee Employer
General employees retirement plan 4.00% 4.00%
State patrol retirement plan 8.40 12.60
Correctional employees retirement plan 5.50 7.70
Judges retirement plan 8.15 20.50
Legislators retirement plan 9.00 *
Elected state officers retirement plan 9.00 *
Unclassified employees retirement plan 4.00 6.00

* These plans are closed to new entrants. Benefits are paid from General Fund
appropriations.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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Agency: MINN STATE RETIREMENT SYSTEM
Biennial Change
Agency Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Program:

MN STATE RETIREMENT SYSTEM 299,464 302,760 314,465 340,620 340,620 346,046 346,046 69,441 11.3%

ELECTIVE OFFICERS PLAN 303 308 214 356 356 384 384 218 41.8%

JUDGES PLAN 10,406 11,244 11,571 12,498 12,498 13,498 13,498 3,181 13.9%

LEGISLATORS PLAN 5,327 7,305 5,828 6,324 6,324 6,828 6,828 19 0.1%
Total Expenditures 315,500 321,617 332,078 359,798 359,798 366,756 366,756 72,859 11.1%
Financing by Fund:
Direct Appropriations:

JUDICIAL RETIREMENT 1,758 0 0 0 0 0 0
Open Appropriations:

GENERAL 2,398 3,953 4,014 4,480 4,490 4,847 4,847

CORRECTIONAL EMPLOYEES RETIRE 10,772 13,345 13,472 14,543 14,543 15,698 15,699

STATE EMPLOYEES RETIREMENT 222,841 253,009 263,562 285,661 285,661 286,708 286,708

HIGHWAY PATROL RETIREMENT 22,315 25,967 27,329 29,512 29,512 31,869 31,869

UNCLASSIFIED EMPLOYEES RETIRE 7,791 8,585 10,102 10,904 10,904 11,770 11,770

LEGISLATIVE ANNUITIES 0 3,660 2,028 2,190 2,190 2,365 2,365

DEFERRED COMPENSATION 35,745 1,854 0 0 0 0 0

JUDICIAL RETIREMENT 8,648 11,244 11,571 12,498 12,498 13,498 13,498
Statutory Appropriations:

LEGISLATIVE ANNUITIES 3,232 0 0 0 0 0 0
Total Financing 315,500 321,617 332,078 359,798 359,798 366,756 366,756
FTE by Employment Type:

FULL TIME 40.7 414 41.4 414 414 414 414

PART-TIME, SEASONAL, LABOR SER 43 45 ‘0.0 0.0 0.0 0.0 0.0

OVERTIME PAY 02 02 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 45.2 46.1 414 414 41.4 41.4 41.4
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Program: NN STATE RETIREMENT SYSTEM
Agency: MINN STATE RETIREMENT SYSTEM

Biennial Change
Program Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Doliars in Thousands) FY 1899 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Doillars Percent
Expenditures by Activity:
HWY PATROL RETMNT 22,315 25,867 27,329 29,512 29,512 31,869 31,869 8,085 15.2%
CORRECTIONAL EMPL RETMNT 10,772 13,345 13,472 14,543 14,543 15,699 15,699 3,425 12.8%
UNCLASSIFIED EMPL RETMNT 7,791 8,585 10,102 10,904 10,904 11,770 11,770 3,987 21.3%
STATE EMPL RETMNT 219,237 249,322 259,553 280,317 280,317 281,978 281,978 53,420 10.5%
MSRS ADMINISTRATION 3,604 3,687 4,009 5,344 5,344 4,730 4,730 2,378 30.9%
DEFERRED COMPENSATION 35,745 1,854 0 0 0 0 0 (1,854) (100.0%)
Total Expenditures 299,464 302,760 314,465 340,620 340,620 346,046 346,046 69,441 11.3%
Financing by Fund:
Open Appropriations:
CORRECTIONAL EMPLOYEES RETIRE 10,772 13,345 13,472 14,543 14,543 15,699 15,699
STATE EMPLOYEES RETIREMENT 222,841 253,009 263,562 285,661 285,661 286,708 286,708
HIGHWAY PATROL RETIREMENT 22,315 25,967 27,329 29,512 29,512 31.869 31,869
UNCLASSIFIED EMPLOYEES RETIRE 7,791 8,585 10,102 10,904 10,904 11,770 11,770
DEFERRED COMPENSATION 35,745 1,854 0 0 0 0 0
Total Financing 299,464 302,760 314,465 340,620 340,620 346,046 346,046
FTE by Employment Type:
FULL TIME 40.7 41.4 41.4 41.4 41.4 41.4 41.4
PART-TIME, SEASONAL, LABOR SER 43 45 0.0 0.0 0.0 0.0 0.0
OVERTIME PAY 0.2 02 0.0 0.0 0.0 0.0 0.0
Total Full-Time Equivalent 45.2 46.1 414 414 41.4 41.4 41.4
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Activity: ELECTIVE OFFICERS PLAN
Program: ELECTIVE OFFICERS PLAN
Agency: MINN STATE RETIREMENT SYSTEM
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
State Operations
OTHER OPERATING EXPENSES 3 5 0 2 2 2 2 (M (20.0%)
OTHER FINANCIAL TRANSACTIONS 300 303 214 354 354 382 382 219 42.4%
Total Expenditures 303 308 214 356 356 384 384 218 41.8%
Financing by Fund:
Open Appropriations:
GENERAL 303 308 214 356 356 384 384
Total Financing 303 308 214 356 356 384 384
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Activity: JUDGES PLAN
Program: JUDGES PLAN
Agency: MINN STATE RETIREMENT SYSTEM

Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Category:
State Operations

OTHER OPERATING EXPENSES 31 39 33 34 34 35 35 (3) (4.2%)

OTHER FINANCIAL TRANSACTIONS 10,375 11,205 11,538 12,464 12,464 13,463 13,463 3,184 14.0%
Total Expenditures 10,406 11,244 11,571 12,498 12,498 13,498 13,498 3,181 13.9%
Financing by Fund:
Direct Appropriations:

JUDICIAL RETIREMENT 1,758 0 0 0 0 0 0
Open Appropriations: .

JUDICIAL RETIREMENT 8,648 11,244 11,571 12,498 12,498 13,498 13,498
Total Financing 10,406 11,244 11,571 12,498 12,498 13,498 13,498
Revenue Collected:
Nondedicated

JUDICIAL RETIREMENT 7,500 8,065 7,105 7,317 7,317 7,525 7,525
Total Revenues Collected 7,500 8,065 7,105 7,317 7,317 7,525 7,525
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Activity: LEGISLATORS PLAN
Program: LEGISLATORS PLAN
Agency: MINN STATE RETIREMENT SYSTEM
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 199¢ FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent

Expenditures by Cateqory:
State Operations

OTHER OPERATING EXPENSES 29 32 0 30 30 31 31 29 90.6%

OTHER FINANCIAL TRANSACTIONS 5,298 7,273 5,828 6,294 6,294 6,797 6,797 (10) (0.1%)
Total Expenditures 5,327 7,305 5,828 6,324 6,324 6,828 6,828 19 0.1%
Financing by Fund:
Open Appropriations:

GENERAL 2,095 3,645 3,800 4,134 4,134 4,463 4,463

LEGISLATIVE ANNUITIES 0 3,660 2,028 2,190 2,190 2,365 2,365
Statutory Appropriations:

LEGISLATIVE ANNUITIES 3,232 0 0 0 0 0 0
Total Financing 5,327 7,305 5,828 6,324 6,324 6,828 6,828
Revenue Collected:
Nondedicated

GENERAL 701 | 523 441 441 441 441 441
Total Revenues Collected 701 523 441 441 441 441 441
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PUBLIC EMPLOYEES RETIRE ASSOC - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

Established by legislative act in 1931, the Public Employees Retirement
Association (PERA) of Minnesota administers four retirement plans in
accordance with M.S. sections 353, 353A, 353D, 353E, and 356. PERA's
membership includes more than 233,000 public employees and 2,100 separate
governmental subdivisions within the state, as defined in M.S. 353.01 subd. 6.

The mission of PERA is to create opportunities for members to achieve a
successful and secure retirement by providing the highest quality of benefits and
services. PERA's future vision is to be seen by its members as an important part
of their retirement solution because it: 1) develops creative methods that enable
members to make sound retirement and life planning decisions; 2) displays
relentless efforts to protect the fund and provide the best public pension
packages; and 3) delivers exceptional services any time any place.

The agency employs 88 full-time staff and is under the direction of an Executive
Director responsible to a policy-setting 11-member Board of Trustees. Key
business processes include: 1) collecting and managing revenues; 2) collecting
and managing information; 3) issuing benefit and refund payments; 4) delivering
information services; and 5) delivering education and training.

REVENUES:

Member and employer contributions, investment earnings, and income from
other sources cover the liability for present and future benefits. Each
membership category of the defined benefit retirement plans within the
association has specific contribution and benefit provisions.

¥ Basic - Includes employees who are not covered by Social Security. Payroll
contribution rates; employee = 8.75% and employer = 11.43%.

" Goordinated - Includes employees who also contribute to Social Security.
Payroll contribution rates: employee = 4.75% and employer = 5.18%.

B Correctional — County and regional correctional facility employees. Payroll
contribution rates: employee = 5.83% and employer = 8.75%.

]

Police and Fire - Consists mainly of police officers and fire fighters. Payroll
contribution rates: employee = 6.2% and employer = 9.3%.

State of Minnesota 2002-03 Biennial Budget

Plan participants as of the 7-1-2000 actuarial valuation are as follows (dollars in
thousands):

Basic and Police
Coordinated | Correctional and Fire

Active Members 135,560 2,781 9,627
Projected Payroll $3,602,750 $80,818 $494.134
Average Annual Earnings $26,577 $29,061 $51,328
(Projected $)

Average Age 444 37.5 38.7
Average Service 9.0 0.9 11.0
Service Retirements 39,940 9 3,991
Survivors 6,010 0 1,205
Disability Retirements 1,397 3 482
Deferred Retirements 21,495 0 470
Terminated Other Non- 79,362 0 626
Vested

Membership in PERA's defined contribution plan is limited to elected officials,
physicians and ambulance service personnel. Elected officials and physicians
each contribute 5% of salary to the plan which employers match. The employer
determines contributions for ambulance service personnel.

Typically, administrative costs and investment fees represent approximately 1%
of agency revenue. The bulk of expenditures include benefits, refunds and
transfers to build future retirement reserves. Contribution rate changes may
result from changes in actuarial assumptions and other legislative actions.

ISSUES AFFECTING AGENCY’S OPERATIONS:

The demographics of PERA's membership are changing. Members are entering
public service later in life, taking fewer refunds, and living longer after retirement.
Consequently, PERA changed its actuarial assumptions in the 2000 legislative
session to match actual experience. The new assumptions have contributed fo a
contribution rate deficiency in the coordinated plan. Accordingly, PERA is
working with interested parties to address raising future contribution rates for
both members and employers to cover the shortfall.

PERA's strategic plan focuses on improving the way PERA delivers its services.
Objectives include improving efficiency and productivity, reducing rework and
hand-offs, and decreasing fragmented work design. Key project initiatives
include the following:

B defining and developing new products and services that improve services

and benefits including legislative initiatives, education modules and new or
revised benefit plans; '
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PUBLIC EMPLOYEES RETIRE ASSOC - EXECUTIVE SUMMARY (Continued)

®  collecting and organizing information required to define and deliver services
by capturing data at its source and making it easier for employers to comply
with standardized reporting requirements; and

®  puilding the technology, human resources, and administrative infrastructure
required to deliver services.

PERFORMANCE SUMMARY:

Growing membership and legislative changes have significantly increased the
volume and the complexity of the work over the years. Technology and process
improvements have enabled PERA to absorb the additional workload while
maintaining a constant employee to member ratio.

GOVERNOR’S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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Program: PUBLC EMPL RETR ASN

Agency: PUBLIC EMPLOYEES RETIRE ASSOC

Biennial Change
Program Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1989 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Activity:
PERA ANNUITIES & REF 497,724 557,859 628,587 687,500 687,500 756,250 756,250 257,304 21.7%
PERA POLICE & FIRE 70,038 256,761 190,000 209,000 209,000 229,000 229,000 (8,761) (2.0%)
PERA DEFINED 964 538 1,500 1,500 1,500 1,500 1,500 962 47 2%
PERA CORRECTIONAL 0 45 500 500 500 500 500 455 83.5%
PERA CONSOLIDATED 71,032 0 0 0 0 0 0 0
Total Expenditures 639,758 815,203 820,587 898,500 898,500 987,250 987,250 249,960 15.3%
Financing by Fund:
Open Appropriations:
PERA DEFINED CONTRIBUTION PLAN 964 538 1,500 1,500 1,500 1,500 1,500
POLICE AND FIRE CONSOLODATED 71,032 0 0 0 0 0 0
PUBLIC EMPLOYEES RETIREMENT 497,724 557,859 628,587 687,500 687,500 756,250 756,250
PERA CORRECTIONAL PLAN 0 45 500 500 500 500 500
POLICE AND FIRE 70,038 256,761 190,000 209,000 209,000 229,000 229,000
Total Financing 639,758 815,203 820,587 898,500 898,500 987,250 987,250
FTE by Employment Type:
FULL TIME 72.3 78.2 78.2 78.2 78.2 78.2 78.2
PART-TIME, SEASONAL, LABOR SER 5.8 3.2 3.2 3.2 3.2 3.2 3.2
OVERTIME PAY 1.9 1.8 1.8 1.8 1.8 1.8 1.8
Total Full-Time Equivalent 80.0 83.2 83.2 83.2 83.2 83.2 83.2
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TEACHERS RETIREMENT ASSOC - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The mission of the Teachers Retirement Association (TRA) is to administer post-
employment benefits for its members. Currently, TRA serves over 120,000
active, inactive, and retired members. The management of the Association is
vested in a Board of Trustees consisting of eight members, five of whom are
elected from the active or retired membership. The Board of Trustees appoints
an Executive Director to administer the daily operations of the Association.

At June 30 Active Members Inactive Members  Benefit Recipients

2000 70,541 25,661 31,971
1999 68,613 25,822 29,749
1998 68,247 23,751 27,696
1997 68,554 23,009 25,681
1996 68,490 22,211 24,307

KEY SERVICE STRATEGIES:

The main source of fund revenues are employee contributions, employer
contributions, and income from investments held in trust. The three main
categories of expenses are monthly benefit payments, refund of employee
contributions plus interest and administration.

TRA will continue to make accurate and timely monthly benefit payments to
approximately 32,000 benefit recipients. Up to 2,000 new retirees are expected
to be added annually during the biennium. TRA works with over 350 employer
units statewide to obtain payroll and other information on members. TRA
provides pre-retirement counseling services in the TRA office and at multiple
outstate counseling sites. Benefit payments account for over 98% of TRA
budgeted expenditures.

The main administrative focus beyond the payment of benefits during FY 2002-
2003 will be the continuation of the Functional Redesign of Strategic
Technologies (FROST) project. FROST, a four-year project approved by the
TRA Board of Trustees on 2-18-00, will redesign and streamline TRA’s main
business processes and develop new systems applications to support them.
Upon impiementation, TRA will be ready to meet the administrative challenges of
continuing to offer quality pre-retirement counseling services and to distribute
timely and accurate payments to an ever-increasing base of benefit recipients.

In September 2001, TRA expects to move into a new facility located at 60 Empire
Drive in St. Paul. TRA will be in a building shared with the other two statewide
pension systems, the Public Employees Retirement Association (PERA), and the
Minnesota State Retirement System (MSRS). The construction of the facility is
funded by revenue bonds issued by the Department of Finance on behalf of the
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project. Payment of principal and bond interest will be over 30 years. A portion
of the space in the building will be leased to other state agencies.

ISSUES AFFECTING AGENCY’S OPERATIONS:

While the number of active members has stabilized in recent years, the number
of benefit recipients has nearly doubled over the past decade. Our actuaries
expect the number of retirees to grow over the next decade as retirees live longer
and the beginning of the “baby boom” generation starts to retire. The actuaries
predict that the number of retirements annually processed will rise over 50% to
approximately 3,000 in the year 2010.

TRA must provide retirement information earlier in our members’ careers,
compete with alternative pension providers, and meet higher expectations from
our members in the area of customer service.

The aforementioned FROST project addresses these and other issues. The
following new initiatives are planned as part of FROST:

®  establishing automated processes to help members obtain account
information;

estimating benefits either via telephone or TRA's home page on the
worldwide web;

B expanding and enhancing the quality of pre-retirement presentation and
counseling sessions throughout the state;

redesigning and improving benefit estimates and other information provided
on annual statements of account for both active and inactive members;

¥ enhancing member education concerning the calculation and importance of
their building TRA benefits through new and revised publications and
features on our world-wide web site; and

allowing employer units to transmit TRA member demographic and payroll
data using worldwide web applications with on-line editing features.

GOVENOR'’S RECOMMENDATION:

The Governor recommends the agency’'s base budget.
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Agency: TEACHERS RETIREMENT ASSOC
Biennial Change
Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
: Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
| State Operations
COMPENSATION 3,666 4,103 4,700 5,000 5,000 5,200 5,200 1,397 15.9%
OTHER OPERATING EXPENSES 4,694 4,066 8,333 9,590 9,590 9,340 9,340 6,531 52.7%
OTHER FINANCIAL TRANSACTIONS 626,453 763,573 907,675 1,000,000 1,000,000 1,200,000 1,200,000 528,752 31.6%
Subtotal State Operations 634,813 771,742 920,708 1,014,590 1,014,590 1,214,540 1,214,540 536,680 31.7%
LOCAL ASSISTANCE 2 3 0 0 4] 0 0 (3) (100.0%)
Total Expenditures 634,815 771,745 920,708 1,014,590 1,014,590 1,214,540 1,214,540 536,677 31.7%
Financing by Fund:
Open Appropriations:
TEACHERS RETIREMENT 634,815 771,745 920,708 1,014,590 1,014,580 1,214,540 1,214,540
Total Financing 634,815 771,745 920,708 1,014,590 1,014,590 1,214,540 1,214,540
Revenue Collected:
Nondedicated
TEACHERS RETIREMENT 270,667 277,276 285,880 301,000 301,000 316,000 316,000
Total Revenues Collected 270,667 277,276 285,880 301,000 301,000 316,000 316,000
FTE by Employment Type:
FULL TIME 70.7 77.8 77.8 95.0 95.0 95.0 95.0
PART-TIME, SEASONAL, LABOR SER 1.9 2.8 2.7 0.0 0.0 0.0 0.0
OVERTIME PAY 2.8 1.0 1.0 1.5 1.5 1.5 15
Total Full-Time Equivalent 75.4 81.6 81.5 96.5 96.5 96.5 96.5
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MPLS EMPLOYEES RETIREMENT FUND - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The Minneapolis Employees' Retirement Fund (MERF) was established in law in
1919. The fund provides survivor and disability benefits to active members and
retirement benefits to retired members. Members are not covered by social
security and are considered basic plan members. The MERF fund was closed to
new members on 7-1-78. All employees hired after that date are members of the
Public Employees Retirement Association (PERA).

There are currently 1,152 active members in the fund. Employer units, in order
of number of active members, are the city of Minneapolis, Minneapolis Special
School District No. 1, Metropolitan Airports Commission, Metropolitan Waste
Control Commission, and the Minnesota State College and University System.

MERF is a cost sharing multiple employer plan governed by a seven-member
board and administered by an executive director, who serves under contract with
the board. The city of Minneapolis has two voting members on the board,
including the mayor and a representative from the Minneapolis city council.
MERF retains professional money managers to manage the assets of the fund
and employs the services of an investment consulting firm to conduct searches,
monitor performance and insure compliance ‘with various regulatory
requirements. The fund also has an investment advisory panel that oversees all
investment decisions of the fund.

The fund's current assets are $1.42 billion and its accrued actuarial liability is
$1.52 billion, for a funding ratio of 93.44%. Its current unfunded liability is $99.47
million.

Current Fund Status (Dollars in Thousands):

Retirees 5,026
Deferred Retirements 233
Active Members 1,152
Projected Payroll $56.39 million
Average Age (years) 52.9
Average Service (years) 26.7
Current Assets $1.42 billion
Actuarial Accrued Liability $1.52 billion
Funding Ratio 93.44%
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REVENUES:

Employers and the state are making supplemental payments so that the
unfunded liability will be eliminated by the year 2020. State law (M.S. 422A)
establishes the formula for allocating obligations among contributors. The annual
contribution is based on an annual level dollar payment. Fund employers
contribute 2.68% of payroll plus $3.9 million. The remainder is paid by the state
up to a maximum annual contribution of $9.55 million (Laws of 1997, Ch. 345).
The state pays roughly 37% of the total supplemental contribution.

Based on the fund's actuarial report for 7-1-00, the state contribution is $3.782
million in FY 2001 and $3.232 miillion per year beginning in FY 2002. Growth in
the value of assets has decreased the unfunded liability and the need for
supplemental contributions.

GOVERNOR'S RECOMMENDATION:

The Governor recommends the agency’s base budget.
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Agency: MPLS EMPLOYEES RETIREMENT FUND

=

Biennial Change

Budget Activity Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
{Dollars in Thousands) FY 1899 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:

LOCAL ASSISTANCE 8,724 5,108 3,782 3,232 3,232 3,232 3,232 (2,426) (27.3%)
Total Expenditures 8,724 5,108 3,782 3,232 3,232 3,232 3,232 (2,426) (27.3%)
Financing by Fund:

Direct Appropriations:

GENERAL 8,724 5,108 3,782 3,232 3,232 3,232 3,232

Total Financing 8,724 5,108 3,782 3,232 3,232 3,232 3,232
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LOCAL POLICE & FIRE AMORT AID - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The state provides aid to local jurisdictions and relief associations through
several programs administered by the Department of Revenue’'s Local
Government Aids Division. The largest of these is Police and Fire State Aid,
which covers the employer retirement contributions for most jurisdictions. Total
police and fire aids are approximately $138 million for the biennium.

There are several other, smaller statutory General Fund aids provided to
jurisdictions for public safety personnel retirement funding purposes. These
smaller aids are discussed below.

Regular Police and Fire Amortization Aid. M.S. 423A.02 established a state
obligation to assist local police or fire retirement associations with the financing of
their unfunded liabilities. Only those associations being phased out are eligible
for the aid. The aid continues until the association ceases to exist, or achieves
full funding status.

Current statute fixes regular amortization distributions to all eligible funds as the
level annual dollar amount required to amortize, by 2010, the unfunded actuarial
accrued liability of the relief association as reported in the valuation of the fund
for 1978. This amount is adjusted for reductions due to the amount required to
pay the interest on the unfunded liability for CY 1981, at the rate specified in M.S.
1978, Sec. 356.215, subd. 4, clause 4.

In 1991, M.S. 423A.02, subd. 1 was modified to place a cap on total annual
regular amortization aid expenditures for all eligible municipalities at $5.055
million. As relief associations achieve full funding status and cease to be eligible
that cap amount is, in effect, reduced dollar-for-dollar. Expenditures for both this
aid and the Supplemental Amortization Aid (below) are also affected by
investment returns and retiree benefit increases of the Minneapolis Police and
Fire Relief Associations. If one or both of these funds pays a “q3h Check,” their
aid is reduced and reallocated as described under the “Redirected Amortization
Aid" section below.

Supplemental Police and Fire Amortization Aid. M.S. 423A.02 creates an
additional supplemental amortization aid of $1.0 million for distribution among the
associations in proportion to the relief association’'s share of total unfunded
actuarial accrued liabilities of all relief associations as of 1983.

Firefighter Supplemental Benefit Tax Reimbursements. M.S. 424A.10 requires
firefighter relief associations to pay a supplemental retirement benefit which is in
lieu of the basic retirement benefit being exempt from state income tax. This is
an open appropriation.
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Redirected Amortization Aid. Laws 1996, Chapter 438, Article 4, created a new
aid for local fire relief associations and 1% Class City teacher retirement funds.
This aid is roughly equivalent to the amount of regular and supplemental
amortization aid (described above) that is not distributed for local police and
salaried fire relief association costs.

GOVERNOR’S RECOMMENDATION:

The Governor recommends base funding levels for the current biennium.
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Agency: LOCAL POLICE & FIRE AMORT AID
Biennial Change
Budget Activity Summary Actual Actual Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:

LOCAL ASSISTANCE 8,741 7,283 9,198 11,936 11,936 10,826 10,826 6,281 38.1%
Total Expenditures 8,741 7,283 9,198 11,936 11,936 10,826 10,826 6,281 38.1%
Financing by Fund:

Open Appropriations:

GENERAL 8,741 7,283 9,198 11,936 11,936 10,826 10,826

Total Financing 8,741 7,283 9,198 11,936 11,936 10,826 10,826
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1ST CLASS CITY TEACHERS ST AID - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

Three teachers’ retirement funds receive special state aid. The largest amounts
go to Minneapolis and St. Paul and are described below. The Duluth Teachers
Fund also receives annual funding to amortize unfunded liability.

The Minneapolis Teachers’ Retirement Fund Association (MTRFA)

The MTRFA was established in 1909 to provide retirement benefits for all
certified personnel of the Minneapolis Public Schools, Special School District
No. 1.

The MTRFA is not adequately funded, and has for some time experienced
significant contribution deficiencies. In 1993, the legislature and the Governor
attempted to resolve part of this large, ongoing funding problem. They
established levy authority for the Minneapolis Schooi District and city to raise
revenues to make an additional contribution to the Fund (Laws 1993, Chap. 357,
Sec. 3, modifying M.S. 354A.12).

The law also established a state match of these additional contributions, up to a
maximum of $2.5 million in any state fiscal year. Hence, the law provides a
potential combined contribution of $5.0 million each fiscal year to reduce the
unfunded liabilities of the fund.

This state matching aid is paid from the General Fund by the Commissioner of
Finance to the MTRFA upon the conditions that:

®  the accrued liability funded ratio of the plan, as of the most recent actuarial
valuation, is lower than that for the statewide Teachers' Retirement Fund
(TRA); and

®  documentation is received demonstrating the levy(ies) have been certified,
coliected and remitted to the MTRFA by the City and/or School District.

The MTRFA is also eligible for special direct state aid (Laws 1997, Chap. 233,
Art. 3, Sec. 4, modifying M.S. 354A.12) in the amount of $13.0 million annually.

In addition to this State Aid, the agency is eligible for “Redirected Local Police
and Fire Amortization Aid” (Laws 1996, Chapter 438, Article 4). If investment
performance is sufficient and the Minneapolis Police and/or Fire Relief
Associations pay a “13" check” post-retirement increase, the state Police and
Fire Amortization Aid is reduced by approximately $2.2 million for the year. This
amount is then reallocated among the Minneapolis and St. Paul teacher funds,
along with local volunteer fire relief associations. MTRFA’s share of that
“reallocated aid” was $1.7 million in F.Y. 2000.
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Beginning 7-1-98, the city and Special School District No. 1 are each required to
make additional contributions to the fund increasing annually to a combined total

of $2.0 million in 2003.

As of 7-1-00

Funding:

Statutory Contributions 23.25%
Required Contributions 25.25%
Deficiency 2.00%
Current Assets $1.03 billion
Actuarial Accrued Liability $1.54 billion
Funding Ratio 66.54%
Plan Participants:

Active Members 5777
Members on Leave of Absence 67
Projected Payroli $255 million
Average Annual Earnings $44 225
Average Age (years) 426
Average Service (years) 8.4
Service Retirements 3,033
Disability Retirements 20
Survivors 254
Deferred Retirements 756
Terminated/Non-Vested 1,815

The St. Paul Teachers’ Retirement Fund Association (StP-TRFA)

The StP-TRFA was established in 1909 to provide retirement benefits for all
certified personnel of the Saint Paul Public Schools, ISD #625.

The StP-TRFA receives insufficient statutory funding to achieve full funding by
the target date of 2020. However, significant improvements have been made in
the past three years. In 1996, StP-TRFA also became eligible for “Redirected
Local Police and Fire Amortization Aid" (Laws 1996, Ch. 438, Art. 4), as
described above for MTRFA. StP-TRFA's share of that “reallocated aid” was
$745,726 in 2000. Under this law the St. Paul School district must also
contribute the following amounts: F.Y. 1998, $200,000; F.Y. 1999, $400,000;
F.Y. 2000, $600,000; F.Y. 2001 and thereafter, $800,000.
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1ST CLASS CITY TEACHERS ST AID - EXECUTIVE SUMMARY (Continued)

In 1997, the legislature and the Governor attempted to solve the funding problem
of this fund by creating a statutory appropriation of $4.8 million on 10-1-97 and
$2.8 million on 10-1-98 and each October 1 thereafter (Laws 1997, Ch. 233, Art.
3). This aid terminates the first year that StP-TRFA's accrued liability equals or
exceeds that of the statewide Teachers Retirement Association (TRA), as
reflected in the most recent actuarial report prepared by the consulting actuary of
the Legislative Commission on Pensions and Retirement.

As of 7-1-00

Funding:

Statutory Contributions 17.29%
Required Contributions 16.57%
Sufficiency 0.72%
Current Assets $802 million
Actuarial Accrued Liability $998 million
Funding Ratio 80.32%
Plan Participants:

Active Members 4,445
Members on Leave of Absence 283
Projected Payroll $1,989 million
Average Annual Earnings $42,483
Average Age (years) 431
Average Service (years) 10.8
Service Retirements 1,728
Disability Retirements 23
Survivors 213
Deferred Retirements 243
Terminated/Non-Vested 1,697

GOVERNOR’S RECOMMENDATION:

The Governor recommends base funding levels for the current biennium.
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Program: IST CLASS CITIES TEACHERS AID
Agency: 1ST CLASS CITY TEACHERS ST AID
Biennial Change
Program Summary Actual Actual | Budgeted FY 2002 FY 2003 2002-03 Gov / 2000-01
(Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
Base Recomm. Base Recomm. Dollars Percent
Expenditures by Activity:
1993 MPLS TEACHER RETIRE AID 2,485 2,489 2,500 2,500 2,500 2,500 2,500 11 0.2%
1997 ST PAUL TEACHER RETIRE 2,827 2,827 2,827 2,827 2,827 2,827 2,827 0 0.0%
1997 MPLS TEACHER RETIRE AID 12,954 12,954 12,954 12,954 12,954 12,954 12,954 0 0.0%
1997 DULUTH TEACHER RETIRE AID 486 486 486 486 486 486 486 0 0.0%
Total Expenditures 18,752 18,756 18,767 18,767 18,767 18,767 18,767 1 0.0%
Financing by Fund:
Open Appropriations:
GENERAL 18,752 18,756 18,767 18,767 18,767 18,767 18,767
Total Financing 18,752 18,756 18,767 18,767 18,767 18,767 18,767
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AMATEUR SPORTS COMM - EXECUTIVE SUMMARY

AGENCY MISSION AND VISION:

The mission of the Minnesota Amateur Sports Commission (MASC) is to elevate
the economic and social benefits of amateur sports to enrich the lives of
Minnesotans.

KEY SERVICE STRATEGIES:

M Sports Program/Event Development -- The MASC identifies and develops
major amateur sports programs. MASC staff work with groups to create new
sport events and collaborate with others to host major national and
international events. In the past two years, MASC staff expertise has
created the International Kick-Off soccer tournament, the Rochester
Volleyball Cup, and several new ice-sport programs.

®  Facility Development - The MASC identifies and develops major sports
facilities for use by Minnesotans and for hosting events that generate out-of-
state economic impact.

¥  Sport Event Hosting - The MASC partners with cities and sport groups to
host major amateur sporting events.

®  Grant Administration - "Mighty Ducks" Ice Arena Grants help build new
arenas and renovate existing ice arenas. MASCICFL Youth Enrichment
Grants ("Mighty Kicks" Grants) help develop new sports facilities with an
emphasis on soccer field construction and renovation.

PERFORMANCE SUMMARY:

®  Sports Program Development
Economic Impact

(thousands)
Schwan's USA Cup Soccer Tournament $15,414
Great American Shoot Out $1,813
USA International Hockey Cup $3,044
All-American Girls Soccer Tournament $2,119
International Kick-Off Soccer Tournament $1,400
All-American Girls & Women's Hockey Tournament $1,257
National Sports Center Soccer Cup $3,302

Figures are for cailendar year 2000. Economic impact is defined as spending by
out-of-state athletes and spectators, including costs for meals, lodging, sports
fees and retail spending. Estimates are derived using a survey-based formula.

®  Facility Development
The MASC has successfully identified and developed the following state
amateur sports facilities:
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Inner City Sports Center, Minneapolis
Bush Lake Ski Jump, Bloomington
Super Rink, Blaine

Qaud Cities Curling Center, Eveleth
National Volleyball Center, Rochester
John Rase Oval, Roseville

Ole Mangseth Ski Jump, Coleraine
National Sports Center, Blaine

U o M Aguatic Center, Minneapolis
National Ice Hockey Center, St. Cloud
National Kayaking Center, Cartton
Giants Ridge Ski Center, Biwabik

Projects in Progress:
National Youth Golf Center, Blaine

Athletic Fields, Richfield
Conference Center (planning)

Sport Event Hosting
- 1999 World Cup Speed skating

- 1999 & 2000 National Junior College Wrestling Championship

,/‘“‘\\
$ in Millions

State $§  Total Opened
4.0 22.0 2000
0.5 1.0 2000
1.0 11.0 1998
1.25 275 1988
2.3 4.6 1998
2.4 6.5 1994
0.17 0.5 1991
16.4 18.7 1990
3.0 18.0 1990
9.5 11.0 1990
0.26 0.35 1989
2.89 6.69 1987
31 80 2002
20 TBD TBD
03 TBD TBD

- 2000 IS| World Figure Skating Championship
- 2001 Women's World Hockey Championship
- 2001 USA National Championship for Girls and Women

Grant Administration

- Mighty Ducks Ice Arena Grants ($810,000 appropriated in FY 2000) --
Since its inception, this program has awarded $18.2 million to assist in
the construction of 60 new sheets of ice and the renovation of 85 sheets.

The one-time funding in FY 2000 concluded the current program.

- MASC/CFL Youth Enrichment Grants, a.k.a. "Mighty Kicks" Grants ($2.5
million appropriated in FY 2000) -- This new grant program helps develop
new sports facilities, with an emphasis on soccer field construction and
renovation. The program facilitated the construction of 140 new soccer

fields statewide, plus the renovation of an additional 12.
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AMATEUR SPORTS COMM - EXECUTIVE SUMMARY (Continued)

REVENUES:

In addition to its normal appropriations, the agency received revenue from
several interagency agreements in FY 1999 and FY 2000. In FY 1999, MASC
received $200,000 from the Department of Children, Families and Learning
(CFL) for the Golf Learning Centers program and $100,000 from the Department
of Trade and Economic Development for the Women's World Hockey
Championships to be held in April 2001. In FY 2000, the agency received
$100,000 from CFL for the Community Olympic Development Program. MASC
used all of such funds to contract for services from other organizations including
the National Sports Center Foundation.

ISSUES AFFECTING AGENCY'’S OPERATIONS:

®  The National Sports Center is maturing into one of the leading amateur
sports venues in the world. As the site for all kinds of major events, the
center opened Tournament Greens, an 18-hole putting course, in 2000 and
anticipates the future construction of the National Youth Golf Center. The
2000 Legislature provided funding for the predesign of a conference center
at the site that would host major educational events in association with
sports events held there.

® The MASC's agreement with the Minnesota Wild has already helped
promote amateur hockey all over the state. The two organizations have
formed a partnership to host the 2001 Women's World Hockey
Championship.

®  There is an ongoing challenge to take full advantage of the state's Target
Center agreement. Despite the Target Center being rent free, the MASC
has been able to make only limited use of the facility due to high service and
facility fees.

®  The MASC's role in administering statewide grant programs was expanded
last legislative session. The new MASCICFL Youth Enrichment Grant
Program utilized the successful Mighty Ducks Ice Arena Grant Program
model to fund a similar program for developing soccer fields around the
state.

B The MASC continues to develop new sports facilities. For example, the new
Minneapolis YWCA/Urban Sport Center, which opened in 2000, is a
showcase fieldhouse facility in the Lake Street neighborhood.
Improvements to the Giants Ridge Nordic trail system will also show
immediate returns in the ability of the National Sports Center to host events.

State of Minnesota 2002-03 Biennial Budget

GOVERNOR'S RECOMMENDATION:

The Governor recommends the agency’s base budget and has also included
funding to improve the agency's technology capacity in the Small Agency
Infrastructure (SAl) initiative, carried under the Office of Technology.
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Agency:- AMATEUR SPORTS COMM

Biennial Change
Budget Activity Summary Actual Actual Budgeted Fy 2002 FY 2003 2002-03 Gov / 2000-01
{Dollars in Thousands) FY 1999 FY 2000 FY 2001 Governor Governor
] Base Recomm. Base Recomm. Dollars Percent
Expenditures by Category:
| State Operations
COMPENSATION . 534 525 567 583 583 600 600 91 8.3%
OTHER OPERATING EXPENSES 86 79 87 74 74 77 77 (15) (9.0%)
Subtotal State Operations 620 604 654 857 657 677 677 76 6.0%
LOCAL ASSISTANCE 3,654 950 750 750 750 750 750 (200) (11.8%)
Total Expenditures 4,274 1,554 1,404 1,407 1,407 1,427 1,427 (124) (4.2%)
Financing by Fund:
Direct Appropriations:
GENERAL 3,224 604 654 657 657 677 677
MINNESOTA RESOURCES 0 100 0 0 0 0 0
Open Appropriations:
GENERAL 750 750 750 750 750 750 750
Statutory Appropriations:
GENERAL 300 100 0 0 Q 0 0
Total Financing 4,274 1,554 1,404 1,407 1,407 1,427 1,427
Revenue Collected:
Dedicated
GENERAL 300 100 0 0 0 0 0
Total Revenues Collected 300 100 0 0 0 0 0
FTE by Employment Type:
FULL TIME 10.3 9.0 9.0 9.0 9.0 9.0 9.0
PART-TIME, SEASONAL, LABOR SER 1.4 1.4 1.4 1.4 14 14 1.4
Total Full-Time Equivalent 11.7 10.4 104 | 104 10.4 10.4 10.4
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Agency: AMATEUR SPORTS COMM

Base Budget Report All Funds General Fund Other State Funds Federal Funds
(Dollars in Thousands) FY2002 | FY 2003 FY 2002 | FY 2003 FY 2002 | FY 2003 FY 2002 | FY 2003
FY-2001 Budgeted 1,389 1,389 1,389 1,389 0 0 0 0
Base Adjustments
2002-03 SAL. & BEN. BASE 16 33 16 33 0 0 0 0
SMALL AGENCY OPERATIONAL EXPENSE 2 5 2 5 0 0 0 0
Subtotal Base Adjustments 18 38 18 38 0 0 0 0
Base Budget 1,407 1,427 1,407 1,427 [} 0 0 0
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